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TO AMEMBASSY ROME PRIORITY 

CONFIDENTIAL STATE 198564 

E.O. 11652: GDS 
TAGS: TECH, ENRG, IT 

SUBJECT: ITALIAN INTEREST IN URANIUM SUPPLY AND REPROCESS- 
ING COOPERATION 

REF: ROME 11451, ROME 13934 

1 . FOLLOWING ARE COMMENTS WHICH MAY BE USEFUL TO EMBASSY 
IN DISCUSSING POINTS IN MINUTE REPORTED REFTEL WITH 
ITALIANS. WHILE THE MINUTE IS REFLECTIVE OF THE AMMISSARY/ 

O LEARY DISCUSSIONS WE BELIEVE THE QUALIFYING COMMENTS 
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BELOW WILL ASSIST THE EMBASSY IN AVOIDING MISUNDERSTANDINGS 
WITH THE ITALIANS ABOUT WHAT CAN BE EXPECTED IN THESE 
PROGRAM AREAS. ON AN APPROPRIATE OCCASION EMBASSY SHOULD 
DRAW ON CONTENTS OF THIS CABLE TO CLARIFY THESE ISSUES WITH 
THE ITALIANS. TEXT OF MINUTE IS APPROVED. 

2. WITH RESPECT TO ITALIAN CONCERNS ABOUT THE SUPPLY OF 
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NATURAL URANIUM, DOE KNOWS OF NO PURCHASER EXPERIENCING 
DIFFICULTIES IN OBTAINING FEEDSTOCK THROUGH NORMAL COMMER 
CIAL CHANNELS. INCREASING INVESTMENT IN EXPLORATION AND 
PRODUCTION FACILITIES MAKES IT SEEM QUITE LIKELY THAT THIS 
SITUATION WILL CONTINUE. IN CONNECTION WITH SUPPLY OF 
ENRICHMENT SERVICES, DOE ORDER BOOKS FOR NEW LONG TERM 
ADJUSTABLE FIXED COMMITMENT CONTRACTS HAVE RECENTLY BEEN 

OPENED. THESE CONTRACTS OFFER FAR MORE LIBERAL TERMS TO 
FOREIGN AND DOMESTIC CUSTOMERS THAN HAVE BEEN OFFERED IN 
THE PAST. OTHER POSSIBILITIES FOR SUPPLY INCLUDE A SHORT 
TERM FIXED COMMITMENT CONTRACT. OR PURCHASE BY ITALY OF 
SWU'S HELD BY ANOTHER DOE CUSTOMER UNDER A LONG TERM 
CONTRACT. IN THIS LAST CASE, DOE WOULD HAVE TO APPROVE 
TRANSFERS OF SWU'S FROM A NON-ITALIAN CUSTOMER TO ITALY. 

IT WOULD BE HELPFUL IN ALL CASES TO INFORM DOE OF THE 
QUANTITY OF ENRICHED URANIUM OF INTEREST TO THE GOI BEFORE 
DETAILED DISCUSSIONS TAKE PLACE. 

3. IN REGARD TO ITALIAN INTEREST IN ARRANGEMENTS FOR 
EMERGENCY SUPPLIES FOR ENRICHED URANIUM, WORKING GROUP 3 
OF INFCE IS NOW EXPLORING VARIOUS METHODS THAT WOULD 
PROVIDE ASSURANCES OF ADEQUATE SUPPLIES OF BOTH NATURAL 
AND ENRICHED URANIUM. WE WELCOME ITALIAN PARTICIPATION IN 
THESE EFFORTS. 
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4. AS EMBASSY APPRECIATES, WE HAVE HAD A TEMPORARY 
HIATUS IN FUEL SHIPMENTS TO EURATOM BUT THIS PROBLEM 
HAS BEEN RESOLVED BY THE COMMUNITY'S DECISION TO OPEN 
NEGOTIATIONS CONCERNING OUR AGREEMENT FOR COOPERATION. 
EMBASSY MAY WISH TO STRESS TO GOI THAT WE ARE PLEASED 
THAT THIS ISSUE HAS BEEN SATISFACTORILY RESOLVED. 

MOREOVER. WITHIN THE CONTEXT OF THE ON-GOING NEGOTIATIONS 
WE WILL BE INTERESTED IN EXPLORING WITH THE COMMUNITY 
HOW THE US CAN HELP ASSURE THAT THE COMMUNITY'S ENRICH- 
MENT NEEDS ARE MET. ALSO IN OUR CONTINUING DISCUSSIONS 
WITH THE GOI, BOTH BILATERALLY AND IN THE CONTEXT OF 
INFCE, WE WILL BE HAPPY TO DISCUSS HOW THE EXISTING 
INTERNATIONAL REGIME FOR FUEL ASSURANCES CAN BE IMPROVED. 

5. CONCERNING AN EXCHANGE OF REPROCESSING TECHNOLOGY, 

WE AGREE WITH THE EMBASSY THAT WE SHOULD MOVE CAUTIOUSLY 
WITH THE GOI IN THIS AREA. AS EMBASSY AWARE, THE UNITED 
STATES IS ENGAGED IN EXTENSIVE DISCUSSIONS ON IMPROVEMENT 
OF THE PROLIFERATION RESISTANCE OF REPROCESSING TECHNOLO- 
GIES AND ROLE OF REPROCESSING IN THE CONTEXT OF INFCE 
WORKING GROUP 4. IN OUR VIEW US AND ITALIAN EXCHANGES RE- 
LATED TO REPROCESSING CAN BE BEST HANDLED THROUGH THE 
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INFCE FORUM FOR THE TIME BEING. ALSO CONSISTENT WITH OUR 
NON-PROLIFERATION GOALS WE ARE AVOIDING EXCHANGES OR 
DISCLOSURE OF DATA THAT COULD ENHANCE THE SPREAD OF 
CONVENTIONAL NATIONAL REPROCESSING CAPABILITIES. HOWEVER. 
SHOULD THE ITALIANS ON A BILATERAL BASIS ALSO WISH TO 
EXCHANGE VIEWS WITH US ON HOW THEY VIEW REPROCESSING IN 
THE DEVELOPMENT OF NUCLEAR POWER WE SHALL BE HAPPY TO DO 
SO ON THE NEXT APPROPRIATE OCCASION AND WITH THE UNDER- 
STANDING AS MR. O LEARY INDICATED, THAT WE CANNOT HOLD 

OUT ANY CONCRETE PROSPECTS OF EXCHANGES IN TECHNOLOGY. 
EMBASSY SHOULD RELAY THIS VIEW TO THE GOI. 

6. CONCERNING PARA 7, REFTEL, EXIM HAS NOT AGREED TO 
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LEAD A CONSORTIUM BUT HAS OFFERED TO USE ITS GOOD OFFICES 
TO SUPPORT ITALIAN APPROACHES TO PRIVATE FINANCIAL 
INSTITUTIONS. AS EMBASSY AWARE, EXIMBANK IS PREPARED TO 
EXAMINE ITALIAN REQUESTS FOR FINANCING OF NUCLEAR REACTORS 
AND HAS BEEN WAITING FOR OVER A YEAR FOR THE RELEVANT 
PROJECT INFORMATION FROM THE ITALIANS. THE BANK'S 
ROLE WILL BE LIMITED TO A MIX OF ITS TRADITIONAL LENDING 
AND GUARANTEEING ACTIVITIES AND NOT AS A LEAD BANK IN A 
CONSORTIUM OF LENDERS. IT IS CLEAR, HOWEVER, THAT EXIM 
BANK INVOLVEMENT IN A PROJECT WILL BE FAVORABLY VIEWED BY 
OTHER POTENTIAL LENDERS TO THAT SAME PROJECT. 

7. GUIDANCE RE BREEDER COOPERATION WILL FOLLOW (PARA 4 
REFTEL). CHRISTOPHER 
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